In Malaysia, house price has increased drastically. Problem arises in areas that received relatively lower number of FDI. The house price in these areas accelerated at growth which are somewhat equivalent to areas which benefit from FDI spillover. As the relationship between FDI and locals' well-being is becoming crucial due to the escalating high price, this paper intends to examine the long-term impact of FDI on house price in Malaysia. Our long-run estimation results showed that FDI inflows have affected house price in Malaysia negatively between the period of 1999 and 2015. The effect however reversed when liberalization policy is included. With the presence of liberalization policy, FDI inflows have actually caused house price in KL and Penang (highly dynamic states) to increase in the long-run. The positive effect of FDI inflows on house price are also found in relatively slow-progressive states like Pahang and Kedah confirming the nationwide effect of liberalization policy regardless of economy level of a state. Other than FDI inflows, this study also examined house supply, gross domestic per capita and interest rate as independent variables.
INTRODUCTION
In many parts of the world, house price has increased by more than 50% between year 2000 and 2015 (IMF, 2015) . Out of 64 countries, 67% recorded increase in house price in the first quarter of 2015. Joining the list are developing countries from Asia such as Malaysia, Thailand and the Philippines. The trend indicates that global housing market is booming and on the country individual level, the demand for better housing and housing areas are growing as well. On the macro level, the housing market development was no longer seen as a sole responsibility of a country's government. The market has received a significant and active participation not only from the local but also foreign developers.
Active participation from developers are also seen in Malaysia, particularly since 2009. During the year, Malaysia has relaxed its real estate policy, among others abolishing the Foreign Investment Committee function in filtering and monitoring foreigners' application in buying real estate in Malaysia. Real estate industry in Malaysia hailed the government's action and believed the relaxation would invite more foreign direct investment (FDI) into the country. It was seen such way as FDI has always been one of the Malaysia engine for growth since 1980s. Therefore, it was believed, with the liberalization of real estate policy, FDI into Malaysia would continue to boost the country's growth as a whole. The effect of FDI on a country's growth has also been evident in many countries following the FDI-led growth hypothesis (Cipollina et al., 2012; Gursoy, Sekreter & Kalyoncu, 2013) .
The perception that FDI might accelerate a country's growth nonetheless is uncertain when there are emerging evidences that show it might not necessary be the case (Yalta, 2013; Adeniyi et al., 2013) . Further, while FDI might contribute to a country's growth, it is ambiguous whether the spillover has actually benefit individual well-being. It is a growing concern in Malaysia as the country enjoys steady inflows of FDI and considerable growth, the house price has escalated to a very high level since 2009, or to be precise, since the relaxation of real estate policy takes place. The country's house price index has increased by more than 60% between 2009 and 2015 but the income per capita increased at single digit only during the same period. Together with the increasing of price in many goods, many locals cannot afford to even put down the 10% deposit to buy a home.
In Malaysia, house price increase has been a nationwide issue. The problem arises when areas which did not get the optimum FDI spillover benefits and are relatively slow in its economic activity are also experiencing high jump in the house price. While drastic increase in the economically active areas (such as in Klang Valley) is already a problem to its middle income workers, persistent house price increase in suburban and rural areas too is causing dissatisfaction among locals. Consequently, locals are getting upset and started to questioning how does FDI which is said to assist in growth, could also help in alleviating their well-being. As the relationship between FDI and local's well-being is becoming crucial due to the escalating high price, this paper intends to examine the longterm impact of FDI on house price in Malaysia.
A number of FDI studies have been performed on other macroeconomic variables such as on trade (Belloumi, 2014; Dash & Parida, 2014) and domestic investment (Liuyong & Guoliyang, 2002; Onaran, Stockhammer & Zwickl, 2013) . The study of FDI effect were also performed on industry level such as in manufacturing (Masron, Zulkafli & Ibrahim, 2012; Fernandes & Paunov, 2012) and service industry (Jia, 2014; Shu & Lin, 2012) . The resentment over the discrepancy between what a country wants to achieve and what an individual is struggling on should be looked carefully particularly by revising the impact of FDI inflows on their need to have a home, thus making this paper filling the gap.
Considering the issue, this paper attempts to analyse the long-run relationship between FDI and house price in Malaysia. The impact of FDI will be measured in five different states which will represent different economic dynamic in Malaysia. The states that were observed are Kuala Lumpur (KL), Selangor, Penang, Kedah and Pahang. Kuala Lumpur is not a state but a city. The city is included in this observation since it is Malaysia's capital city. This study is expected to reveal some interesting findings as period of liberalization will also be considered. The reason for its inclusion is to observe whether the period would actually affecting the role of FDI in providing comfort to Malaysian.
LITERATURE REVIEW
It has been accepted by scholars that FDI is an investment involving "a long-term relationship and reflecting a lasting interest and control by a resident entity in one economy (foreign direct investor or parent enterprise) in an enterprise resident in an economy other than that of the foreign direct investor (FDI enterprise or affiliate enterprise or foreign affiliate)". Eclectic Paradigm introduced by Dunning (1979) has been referred to by many scholars in an attempt to explain the motivation behind FDI. The motivations are mooted around the ownership, location and internalization (OLI) advantages that investors and host country could achieve in joint-forces. In addition to the OLI traditional motivation is an extension suggested by Matthews (2006) that is called the LLL (Linkage, Leverage, Learning) framework. The LLL framework adheres knowledge as its base is suggested for emerging multinational enterprise which intend to pursue new capabilities rather than exploiting the existing asset. The knowledge-seeking FDI was put to test by Kedia, Gaffney and Klampit (2012) . Attributed to latecomers of emerging market multinationals they suggested that latecomers normally depend heavily on their ability to seek knowledge through cross border FDI rather on traditional motivations, although it is not necessarily mean the two motivations are mutually exclusive to one another.
While the effect of FDI has been studied largely by scholars, to our knowledge, there is no study that analysed the effect of FDI on house price. The FDI-house price analysis is important in the rising trend of real estate industry today as many emerging countries are exercising liberalization policy on their country's real estate. At the same time, these countries are also capitalizing on FDI to sustain their growth. House price is traditionally determined by the classic supply and demand factors. Price theory asserts that in a free market economy the market price is determined by supply and demand. The equilibrium price is set so as to equate the quantity being supplied and that being demanded. In reality however, the price may be distorted by other factors, such as tax and other government regulations.
The house price studies can be divided into several clusters -dynamics study (Bork & Møller, 2015; Bajari et al. 2013) , cycle study (Huang & Tang, 2012; Ferrero, 2015) . While there is a substantive body of literature studies on house prices, in particular in the current decade, no fixed set of price determinants has been identified. For example, Glindro, Subhanji and Zhu (2011) study the macroeconomic and institutional impact in explaining the differential impact between fundamental and speculative housing bubbles. According to them, the spillover effects of housing bubbles only have a mild adjustment on Asia Pacific property development and introduced only small damage to banking system. House prices are also said to be synchronized across countries (Hirata et al., 2012) in addition to the finding that global interest rate shocks tend to have a significant negative effect on global house prices. The global monetary policy nonetheless does not have such an impact and they are inconclusive about other shocks that might have impact house price significantly. Although the model throws light on global cause of house price it falls short in including the significant role of FDI inflows. Therefore, leaving a gap between what FDI can contribute to an urban area, particularly property growth.
RESEARCH METHODOLOGY
This study analysed the effect of FDI on house price in the long-run in five states in Malaysia; Kuala Lumpur, Selangor, Penang, Kedah and Pahang. The dependent variable for this study is house price index, while the independent variables are number of house supply, gross domestic per capita, interest rate and FDI inflows.
Data and Sources
House price index (HPI) is used to represent house price, which is obtained from the Annual Property Market Report from 1999 to 2015. The reports were produced by the Valuation and Property Services Department (VPSD), Ministry of Finance Malaysia. To represent supply and demand factor, variables number of house supply and gross domestic product per capita were chosen. Interest rate is included to represent macroeconomic variable and the policy variable is net FDI inflows. All data were obtained from Bank Negara Malaysia. In mathematical form, the equation is as follows:
where HPI ij is house price index for j states, HS is supply, GDC is gross domestic product per capita, IR is lending interest rate and FDI is net foreign direct investment. The relationship is examined based on quarter period between Q1:1999 and Q4:2015 due to availability of data. It is acknowledged that the data set is not large; however, in the spirit of earlier studies on technology that suffered from the same issues in 1980s to mid-1990s, it is hoped that this study to pave a new path for further analysis. It is anticipated that, in time, this study will encourage the development of more active property data in Malaysia. This study considers the effect of liberalization by employing dummy variable that hold "1" to represent period with housing liberalization, which began from Q3:2009 until Q4:2015.
Methodology
The analysis was begun by performing unit root test to examine whether our series suffer from unit root issue. Then correlation analysis was performed to observe the association between the variables and to check whether multicollinearity issue arises. Next, the long-run relationship was examined by employing the Johansen Cointegration test, with the null hypothesis of no cointegration relationship in the equation system. This cointegration analysis determines the number of cointegrating vectors, r, using the maximal eigenvalue procedure as given in Johansen (1988) . The number of cointegrating vectors was determined sequentially based on the log-likelihood ratio test statistics. There are two tests provided, namely trace and maximal eigenvalue tests. The main importance of these two tests is the both tests have no standard distributions under the null hypothesis. Nevertheless, Johansen and Juselius (1990) suggest that the maximal eigenvalue test is more powerful than the trace test.
The cointegration analysis was complemented with vector error correction model (VECM) to model the short-term relationship before analysing for the long-run relationship analysis. The reason for performing VECM was twofold; first, to confirm the coefficient of error correction terms and second, to see whether the dummy variable (liberalization policy) affects the house price level in the short-term. Nonetheless, the inclusion of dummy variable in VECM will only reveal its effect in the short-run, not in the long-run. To see whether liberalization policy affects the house price level in long-term, this study resorts to Fully Modified OLS (FMOLS) which allow for the inclusion of dummy variable as an endogenous variable in the HPI equation.
Hypotheses
Based on notion that FDI promotes growth (Borensztein, De Gregorio & Lee, 1998; Vu & Im, 2013; Al-Sadig, 2013) , it is hypothesized that FDI spillover would contribute to transfer of technology in developing real estate, particularly in terms of technique in building house at a cheaper level. Hence, H1: FDI inflows affect house price level negatively.
Since price of house is partly determined by supply, it is hypothesized that high house supply would cause the house price to decline. Therefore, H2: House supply affects house price level negatively. High standard of living, which is proxied by gross domestic per capita is expected to influence house price positively due to availability of demand of individual living in comfort and has access to sufficient material which allow individual to purchase a house. Thus, H3: Standard of living affects house price level positively. Lending interest rate is essential in home loan purchasing since potential buyers will look for financing their home with lower interest rate. Thus, lower interest rate will attract more potential buyers therefore, would drive housing demand, consequently the house price. Hence, H4: Interest rate affects house price level negatively.
RESULTS AND DISCUSSION
This section elaborates on the findings of the long-run relationship analysis that have been conducted. Prior to the analysis, the unit root test is conducted to ensure the series (lnHPIM, lnHPIKL, lnHPISEL, lnHPIPNG, lnHPIKDH, lnHPIPHG, lnHS, lnGDC, lnIR and lnNFDI) are free from unit root which could cause spurious results later. By utilizing the ADF Unit Root test, it is confirmed that all series are integrated of order 1, I (1).
Then, the association between these variables was examined by performing correlation analysis (Table 1) and the results indicated a possibility of multicollinearity issue between lnGDC-lnIR ( 829 . 0
Nonetheless, since there was no conclusive suggestion on the multicollinearity 'benchmark' figure, the analysis was treated in two ways. First, all independent variables (IVs) including lnGDC and lnIR is maintained if the regression passed the diagnostics and the coefficient of IVs produced satisfactory significance. Second, in the case where either diagnostics or coefficients produce unsatisfactory results, the lnGDC is dropped since the variable is more vulnerable than lnIR (in terms of affecting house price; see literature review). Back to correlation analysis, the preliminary results showed that Malaysia house price had a negative association with house supply and interest rate. These early results support hypotheses; where high supply could lead to lower price, so as the high interest rate. The house price also had a positive relationship with net FDI inflows, which raised an interesting insight only to be confirmed later in the longrun relationship tests. The analysis proceeded by conducting the Johansen Cointegration analysis to examine the possibility of FDI inflows and house price having a cointegrating relationship. The null hypothesis of no cointegrating relationship was assumed. In order to confirm the results, the outcomes were referred against the 5% critical value of the Trace and Max-Eigenvalue statistics (Table 2 ). It can be seen that house price in selected states, regardless of their economic dynamic are cointegrated with the IVs in the long-run. Their test results are all above the 5% critical values of Trace and Max-Eigenvalue -justifying there is at least 1 cointegrating relationship in the system. To further confirm the impact of lnFDI on lnHPI, the analysis was continued by checking the VECM. In order to get robust findings on net FDI inflows effect on house price, these variables are tested in four settings and will be discussed accordingly.
lnNFDI and lnHPIM (various combinations)
In the first setting, the study tested the house price model and the VECM results are shown in Table 3 . There were five sub-models ranging from model which included all variables (Model 1) to models which this study excluded one variable at a time. The VECM results show that all models have negative error correction terms (ECT), which are significant at 1% level. All models show that the disequilibrium will be corrected at speed between 0.3% and 2.4% quarterly. In the long-run, the effect of FDI inflows was consistent throughout the models (Table 4) . FDI inflows affected house price in Malaysia negatively, thus supported the hypothesis. When GDC was excluded, a 1% increase in net FDI inflows reduced Malaysia house price by 6.8% (Model 3). The magnitude of net FDI inflows effect was smaller when GDC was included, implying its significance in mitigating FDI's effect on house price. ( ) denotes t-statistics, * and ** indicates coefficient is significant at 5% and 1% level respectively. Planners (2017) lnNFDI and lnHPI (various states) In second setting, this study compared house price models in 5 states and began the analysis with VECM. The error correction terms produced desired negative figures across states and they were significant at 1% level. The disequilibrium in these states' house price equation adjusted at speed between 1.3% and 30% every quarter -the fastest correction was in house price in Pahang (Table 5) . In Table 6 , the long-run estimation results show that FDI inflows affected house price negatively in all states except Penang (due to its insignificance). By comparison, lnNFDI affected house price in Selangor the most, as result suggested an increase of 1% in net FDI inflows has caused the house price in Selangor to reduce by 1.59%. The effect of lnFDI on house price in KL and Kedah were about the same, although the dynamic of the states' economy were different. The small impact of lnNFDI on house price in KL might be due to small direct investment in the capital city since the city is already congested and nearly saturated compared to Selangor. The lesser impact of lnFDI on house price in Kedah on the other hand might be due to the lesser effort in attracting foreign inflows, thus, impacted house price at a smaller magnitude than in Selangor.
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On control variables such as lnHS and lnGDC, their beta coefficients show mixed results. Earlier, it was hypothesized that house supply will affect house price negatively and results in Table 6 show that the hypotheses are supported for house price in KL and Penang. High house supply, however, has caused house price in Kedah and Pahang to increase significantly. Since the data of house supply in this study is not based on state's data, it is suspected the high increase in house price in Kedah and Pahang is due to the country's house supply spillover effect onto the states. On the standard of living, it was hypothesized that a higher standard of living would cause house price to increase. Interestingly, in KL and Penang (the two dynamic states), low standard of living have influenced price in these states to be high. These results confirmed that the average living standard of locals could not catch up with the high house price in KL and Penang. 
lnHPI and Dummy Variable, with and without lnNFDI
The study also examined the effect of liberalization policy on house prices by using dummy variables in the third setting. At the same time, it wanted to observe whether the inclusion of the dummy variable would jeopardize the FDI inflows effect on house price. Table 7 provides the results for two VECMs. In the shortrun, it can be said that all equations had a negative ECT in the models that included dummy variable. It implies significant speed of the adjustment happened in the short-run house price models regardless of whether FDI inflows present or not. The dummy variables produced positive coefficient signs, showing that the liberalization policy has affected house price positively in the short-run, again, regardless of whether FDI inflows took place or not in the country. In fact the magnitude of the policy impact did not differ much in the short-run. Referring to the long-run estimation results (Table 8) , the negative influence of FDI inflows on house price remain the same as the previous tests. Since VECM only allow dummy variable to be included as exogenous variable and the results are referring to short-run only, we utilized the FMOLS to capture the policy's effect in the long-run (Table 9) . Overall, these models have high R 2 and the regression passed all diagnostic tests. In FMOLS regression, this study included dummy variable as endogenous variable and as predicted, the liberalization policy has a positive impact on house price in Malaysia and all states under observation. The results suggest that liberalization policy put forward by the government has indeed increased the house price in these areas by 0.12% to 0.33%. The highest impact was on the dynamic states -KL and Penang.
However, a more interesting part is the effect of FDI inflows on house price in the presence of liberalization policy. Unlike previous tests which saw FDI inflows reduced the house price, the variable seemed to have a significant influence in house price hike when liberalization policy took place. Although it is unclear how FDI inflows might have influenced the nationwide house price, the results suggested that it has influenced both dynamic and slowly progressive states in more or less the same magnitude. The presence of liberalization policy, however, did not change this study expectation on how house supply and interest rate affect house price. 
CONCLUSION
House price in Malaysia increased dramatically since the Government opened up the property sector to outsiders. One of the reasons for the opening up of the sector was to attract larger FDI inflows and to keep up with the neighbouring countries in liberalizing their properties. The effectiveness of the measure is, however, questionable as the locals are finding greater difficulties in owning a home. The role of FDI in assisting locals in purchasing a house is questioned although it might have contributed to the country's growth as a whole. Is it fair to blame FDI for the higher house price? Or, does the presence of property liberalization policy affect the role of FDI inflows in benefitting Malaysians, particularly in purchasing an asset? This study analysed the effect of FDI on the house price in the long-run and as discussed earlier, it was found that FDI inflows has affected the house price in Malaysia or to be specific, house price in KL, Selangor, Penang, Kedah and Pahang. FDI inflows affected house price in this states negatively, which means that 1 unit increase in FDI is suggested to reduce the price of houses by 0.25 to 1.25 percent. While one wanted to be happy with the result, the presence of liberalization policy may have tarnished the glee. The role of FDI changed when the liberalization policy was included into the analysis model. The results showed that liberalization policy has caused the house price to increase in both dynamic and slow-progressive areas. In fact, the magnitude of the effect are somewhat the same, confirming a worrisome question: How do locals who work in Kedah and Pahang (receiving relatively low wages) could afford to buy a house which its price increase at the speed of KL and Penang's house price?
This analysis on the effect of liberalization policy suggested that the policy has not only increased the house price, but also changed the role of FDI inflows in assisting Malaysians, particularly in housing market. The major limitation is the length of data. Nonetheless, it is hoped this will pave a way to more upcoming studies on housing. Future researchers are also suggested to probe into neighbouring countries analysis to compare their FDI inflow influence on house price.
